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CONSUMERS! ...a-bout face! 


CONSUMERS OCCUPY a Strategic position in the economy 
of New England and the United States, especially under 
current economic conditions. They receive income and 
have currency, deposits, and other liquid assets which 
they may use to purchase commodities and services, 
pay taxes, or to save. They may also go into debt to ob- 
tain what they want to satisfy their needs. 

Spending by consumers accounted for almost 70 per 
cent of the total value of commodities and services pro- 
duced in the nation during the past year, according to 
U.S. Department of Commerce estimates. The rest of 
the goods and services produced were available for 
private investment in new construction, producers’ 
durable equipment, Government use, increased inven- 
tories, and net foreign investment. 

Consumers were aware of their importance during the 
months prior to the first of July, because they basked 
in the sunlight of advertising designed to sell commod- 
ities and services. In the first half of 1950 they spent 
from two to four per cent more dollars in retail stores 
in large New England cities than they spent in the 
same months last year; in some of the areas which had 
felt the effects of the 1949 recession most severely, they 
spent from 15 to 25 per cent more dollars. Retailers 
who sold automobiles, building materials, household 
appliances, furniture, and groceries in New England 
had the largest percentage increases in year-to-year 
sales during the first six months. 


Rate of Spending Increases 


During the third quarter of 1950 consumers spent 
more of their increasing incomes, went deeper into debt, 
and used some of their savings to purchase commodities 
which they thought might be scarce because of the shift 
in production emphasis to rearmament. 

The flurry of buying in the third quarter lifted total 
retail sales for the first nine months of 1950 above those 
in the corresponding period of 1949 by 6 per cent in 
Boston; 9 per cent in Hartford, Conn.; 11 per cent in 
Providence, R. I.; and as much as 20 per cent in New 
Britain, Conn., and 23 per cent in Waltham, Mass., 
according to the independent retail trade report of the 
Bureau of the Census. Consumers rushed in to buy 
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household appliances, television sets, automobiles, food 
items, nylon hosiery, and sheets. The building boom 
continued its dizzy pace. An increase in consumer in- 
stalment credit supported the rise in sales of durable 
consumer goods, and real estate credit financed the high 
rate of construction. The prices consumers paid moved 
about two to three per cent above those paid in the pre- 
ceding quarter and in the corresponding third quarter 
last year. 


Credit Restrictions Imposed 

In September and October the wind shifted, clouds 
formed, and the air cooled. Consumers probably shiv- 
ered a little and asked themselves, “What caused the 
change in the weather)” They have already felt the 
effect of Regulation W, which restricts the extension of 
consumer instalment credit, and Regulation X, which 
limits the granting of real estate credit. They have paid 
higher taxes and have heard that consumption of goods, 
especially those which contain strategic metals, must 
decline in coming months. In other words, the prior 
claims on current output by the military forces, by in- 
dustries which produce equipment for rearmament, and 
by countries which face a militant aggressor have caused 
the shift in the weather. 

The Government must purchase the materials which 
it requires to reach our common objectives in coming 
months. An increase in Government spending, higher 
personal incomes, and less inclination to save will prob- 
ably combine to increase the pressure on prices. Resist- 
ance to price increases may weaken because of diversion 
of strategic metals to military production, a reduction 
in the supply of durable consumer goods, and the possi- 
bility that production of nondurable consumer goods 
cannot keep pace with demand. 

Consumers, who under ordinary conditions would 
take 70 per cent of the value of production, must use 
self-control when they decide whether to spend the 
larger amounts in their pay envelopes. Action by con- 
sumers guides retailers and others who order for future 
sale. Cautious buying accompanied by increased pro- 
duction will help to keep prices under control. 

Decisions of individuals to save a part of their in- 
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come or to repay past obligations withholds a portion 
of potential spending from the market temporarily and 
eases the pressure on prices. Payment of taxes, however, 
removes purchasing power without leaving individuals 
with assets which they might use in the future. As 
incomes rise, higher taxes will probably hold down the 
amount of income which consumers have at their dis- 
posal to spend for commodities and services. Never- 
theless, the rate of saving and how individuals regard 
their accumulated volume of liquid resources has an 
important bearing on the future direction of prices and, 
consequently, on the well-being of all consumers. 

Personal liquid savings in New England amounted to 
over 16.5 billion dollars on December 31, 1919. They 
increased about one-half billion dollars during the year 
1049. This estimate covers deposits in mutual savings 
banks, time deposits in commercial banks, Series E, F, 
and G savings bonds, equities of policyholders in life 
insurance, private capital in savings and loan associa- 
tions and cooperative banks, and postal savings. 
Although the estimate excludes some forms of liguid 
assets, such as cash, deposits in credit unions, and 
equities in Government insurance and pension reserves, 
it covers most personal liquid savings. 

Savings during the year 1919 fell into about the same 
pattern as in 1948. Even though total accumulated 
savings increased in 1949, time deposits at commercial 
banks and postal savings deposits decreased slightly. 
Equities of policyholders in life insurance companies 
recorded the largest absolute increase, followed in order 
of absolute increase by holdings of United States savings 
bonds, private share capital in savings and loan associa- 
tions and cooperative banks, and deposits in mutual 
savings banks. Percentagewise, however, private share 
capital in savings and loan associations and cooperative 
banks showed the largest rate of increase, as it has each 
year since 1946. Equities of life-insurance policyholders 
increased more rapidly than holdings of Government 
bonds. Deposits in mutual savings banks continued to 
show a steady but slow rate of increase. 

At the end of 1949 deposits in mutual savings banks 
were still the most popular form of personal savings in 
New England. They represented about one-third of the 
total but have declined slightly as a percentage of the 
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total each year since the end of the war. Holdings of 
United States savings bonds represented approximately 
26 per cent of the total. They increased proportionately 
in 1948 and held their gain in 1949. Policyholders’ 
equities in life insurance were the third most popular 
form of savings in New England and have accounted 
for a larger portion of total personal savings each year 
since 1945. They represented 23 per cent of total per- 
sonal liquid savings at the end of 1949. Time deposits 
in commercial banks were the fourth most important 
group, although they have declined as a proportion of 
the total since 1945. Private capital in savings and loan 
associations and cooperative banks has grown rapidly 
and now comprises 6.5 per cent of the total, in compari- 
son with 5.4 per cent at the end of 1945. 


Per Capita Savings 


Per capita savings of New Englanders in the six forms 
mentioned above were $1,785 at the end of 1949, in 
comparison with $1,171 for the nation. Per capita time 
deposits in New England were less than for the nation, 
$208 as against $241, but per capita mutual savings 
bank deposits were $587 in New England and only 
$128 in the nation. The comparative figures indicate the 
greater relative importance of mutual savings banks in 
New England. Per capita savings in life insurance 
equities, United States savings bonds, and savings and 
loan associations and cooperative banks in New Eng- 
land were also greater than in the nation. At the end 
of 1949 New Englanders had equities in life insurance 
of $406 per capita, as compared with a national figure 
of $332; held Government savings bonds to the extent 
of $458 per capita, while the national average was $367; 
and had private capital in savings and loan associations 
and cooperative banks of $117 per capita, in comparison 
with a figure of $82 in the nation. New England’s per 
capita postal savings deposits were only $9, in contrast 
with $21 for the country as a whole. 

During the first four months of 1950 savings in New 
England flowed into mutual savings banks, savings and 
loan associations, commerical banks, and life insurance 
companies at a rate greater than the high level estab- 
lished during the last four months of 1949. By the end 
of April the Federal Government had distributed most 
of the insurance dividends to veterans, and consumers 
had begun to draw on savings to finance purchases of 
durable consumer goods and houses. As a result, the rate 
of saving slowed down during May and June. 

After the outbreak of hostilities in Korea, retail sales 
increased greatly due to scare buying. An increase in 
consumer debt and a drawing on personal savings 
facilitated the increase in buying. Beginning in July, 
there was a marked increase in the volume of deposit 
withdrawals at} mutual savings banks, commercial 
banks, and savings and loan associations and coopera- 
tive banks. The rate of withdrawal slowed in September 
as fears of shortages declined. 

Contractual payments for homes and other personal 
investments in durable consumer goods are currently 
preventing purchasing power from exerting its full 
effect on prices. As individuals repay their debts and 
Government bonds mature during a period of rising 
personal income, stimulation of savings will assume even 
greater importance as a means of combating inflation. 
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The Impact of Defense Spending 
on New England 


FEDERAL APPROPRIATIONS for defense have increased 
from $13 billion for the fiscal year ending June 30, 1950, 
to $31 billion for the fiscal year ending June 30, 1951. 
These include appropriations for military aid and stock- 
piling as well as other defense. Another $10 or S15 
billion may be appropriated in the next few months. 

The increased federal expenditures, superimposed 
upon an already high rate of civilian activity, will stimu- 
late further expansion in output, employment, and in- 
come. They will create new inflationary pressures. They 
will produce adjustments in the structure of industry 
and in the division between military and civilian pro- 
duction. A host of other problems will arise in connec- 
tion with the stepped-up defense program. 

The direct impact of defense expenditures will be felt 
increasingly between now and the middle of 1951, even 
if present mobilization plans are not expanded further. 
The President has stated that the annual rate of ex- 
penditures for the second quarter of next year is likely 
to be approximately $30 billion, and that the goal for 
the armed forces is 3,000,000 men. Roughly $17 billion 
may go for planes, tanks, guns, ammunition, food, and 
other goods. The annual rate was only $12 billion in 
the second quarter of 1950, and but four billions went 
for goods 

If New England shares in the defense production pro- 
gram in the same proportion as during World War II 
(9.1 per cent of prime supply contracts), the region's 
manufacturers will be turning out military items at an 
annual rate of $1,450 million by the second quarter of 
next year. That amount would represent about seven 
per cent of New England’s factory output. 

During World War II, military production in the 
region was concentrated in the transportation-equip- 
ment, ordnance, and textile industries. They accounted 
for almost 80 per cent of the New England total. The 
region received about 30 per cent of the nation’s con- 
tracts for textiles and textile products and substantial 
shares in all other major classifications. 

The relative importance of the various types of equip- 
ment in the current defense program will be somewhat 





NEW ENGLAND’S 
WAR PRODUCTION CONTRACTS 
June 1940 — June 1945 


Proportion of 


Contract Proportion of U. S. Contracts 
Classification Values Total N. E. in Same 
(in Millions) Contracts Classification 
Aircraft $ 4,544 25.4% 7.7% 
Ordnance 3,799 21.2 rer 
Ships 3,163 17.7 10.6 
Communications 
Equipment 940 5.2 9.2 
All Other} 5,467 30.5 11.6 
Total $17,913 100.0% 9.1% 


tincludes approximately $2,575 million in textiles and apparel (30 per cent 
of U. S.) and $1,350 million in machinery and miscellaneous metal products 
(8 per cent of U. S.). 


Sources: War Production Board; New England Council. 
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different from the pattern of World War IL. There will 
be about the same proportion of durable and nondurable 
goods, but there will be a marked shift) within the 
durable-goods category. The share of aircraft expendi- 
tures will rise sharply, and the shares of ammunition, 
motorized vehicles, and electronic equipment will also 
increase. Relatively less of the expenditures will go for 
ships and machinery. 

Partial information about contract awards under the 
current defense program is being released by the United 
States Department of Commerce.! This information cov- 
ers only prime coutracts valued at $25,009 or more on 
which there are no security restrictions. New England 
manufacturers received $93,206,000 of such contracts 
in the fifteen weeks between July 13 and October 25, 
6.5 per cent of the corresponding national total of 
$1,442,000,000. It is evident that a very large volume 
of secret, confidential, and restricted contracts has 
been awarded during recent months for aircraft, ord- 
nance, electronic equipment, and other items. 

Orders for textiles and textile products, electrical 
equipment, and transportation equipment (mainly air- 
craft and aircraft parts) account for 75 per cent of the 
total “unclassified” contracts received by New England 
manufacturers between July 13 and October 25. Most 
of the region’s awards have gone to producers in the 
three southern states. Connecticut alone accounts for 
15 per cent of the total. 

There was only a slight increase in the rate of un- 
classified contract awards in the nation during the four 
months that followed the Korean invasion. Awards in 
New England averaged less than two million dollars a 
week through most of August. After that time, awards 
in the region increased to a weekly average of $8.6 mil- 
lion, though the total has fluctuated greatly from week 
to week and there has been no further discernible up- 
ward trend. The full impact of defense contract awards, 
even for unclassified items, is evidently still to come. 


1Weekly and cumulative summaries of these data are compiled by this bank 
and are available on request. 
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Recent Labor Developments 


EVEN BEFORE the start of the Korean War, increased 
business activity was tightening the labor market. 
Since June, the situation has been intensified. New 
England, as well as the rest of the country, has experi- 
enced a sharp increase in employment and a decline in 
unemployment. Hours of work have lengthened, areas 
of substantial labor surplus have almost disappeared, 
and labor shortages have already developed in certain 
skilled occupations. Hourly wage rates and weekly take- 
home pay are higher. Additional changes in labor con- 
ditions may be expected when the full impact of govern- 
ment procurement hits the economy. 


Employment Gains 

Nonagricultural employment in the United States 
reached an all-time high in September. The number of 
persons at work in nonfarm jobs has increased 3.5 per 
cent since June and 6.9 per cent since the recession 
low-point of July 1949. In New England, nonagricultural 
employment in September was higher than for any 
month since December 1948. Employment has increased 
continuously since February, though most of the gain 
has come since June. Between June and September the 
number of New England workers in nonfarm jobs in- 
creased by 3.6 per cent. The September total was 7.5 
per cent higher than the postwar low of February 1950. 

The manufacturing industries have made the largest 
gains in employment, both in New England and the 
country as a whole. There were increases in factory 
work forces during the early months of 1950, but the 
big gains came in August and September. Since Korea, 
New England’s increase of 6.7 per cent in manufactur- 
ing employment has been a little larger than that of the 
rest of the country. The region’s 13.7 per cent recovery 
from the recession low point of July 1949 was also a 
little better than the record of the nation, though the 
recession had hit New England harder and there was 
more ground to recover. 


EMPLOYMENT AND UNEMPLOYMENT 
NEW ENGLAND, 1948-1950 
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Durable-goods industries have shown the greatest 
upsurge in employment. The trend has been upward 
since August 1949, By September 1950, employment in 
New Engiand’s hard-goods factories had increased 15.2 
per cent from the 1949 low. The bottom of the recession 
came a little earlier in the region’s nondurable-goods 
industries, and the 13.1 per cent improvement has not 
been quite as great. Seasonal influences, combined with 
the general expansion of activity in New England, pro- 
duced an employment gain of 7.9 per cent in the non- 
durables between June and September, however, com- 
pared to a gain of 5.0 per cent for the durables. 

Since the start of hostilities, these New England 
industries have made the largest relative gains in their 
work forces: instruments, rubber products, leather and 
leather products, textiles, fabricated metal products, 
ordnance, food, and paper and paper products. The 
region’s textile mills have experienced by far the largest 
increase in number of workers. An accompanying chart 
shows how the level of activity in the area’s important 
manufacturing industries has improved since September 
of last year. 

The nonmanufacturing industries have also enjoyed 
an expansion in employment, although their gains have 
not been as great as those in manufacturing. From June 
to September, nonmanufacturing employment in New 
{ngland increased 1.4 per cent, while the increase for 
the country amounted to 2.0 per cent. Contract: con- 
struction showed the largest gain in this group, pri- 
marily as a result of seasonal expansion. 

All New England states have shared in the expansion 
of employment opportunities. Rhode Island, Connecti- 
cut, and Maine made the largest relative gains from 
the low point of the 1949 recession to September 1950. 
The same states also experienced the largest propor- 
tionate increases in employment after June. Although 
the other states in the region did not increase their 
work forces as much as the three leaders, their gains 
were substantial. 


Unemployment Declines 
as Labor Market Tightens 

Insured unemployment has declined in the United 
States since January 1950. The number of workers 
drawing unemployment insurance reached its peak in 
July 1949, but by October 1950 had fallen to a two-year 
low. In New England, insured unemployment has 
dropped continually since May. By early October it 
was at the lowest level in three years. A temporary 
reversal in trend appeared to be developing by mid- 
October, however, as seasonal curtailments in some-of 
the area’s soft-goods industries resulted in layoffs. 

The growing tightness of the labor market has had a 
great impact upon individual communities. Only a year 
ago the problem of labor surpluses was considered 
serious enough for the President to direct federal agen- 
cies to channel as much government spending as possi- 
ble to areas of heavy unemployment. In July 1949, 
there were 18 New England areas among the 36 areas in 
the country classified as suffering from critical unem- 
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ployment. By April 1950 only nine New England local- 
ities remained in that classification and by September 
there were none. Many areas that were suffering from 
unemployment only a few months ago are already 
worried about meeting the expanding manpower needs 
of industry. 

Reports of shortages in certain skilled occupations 
have appeared, but so far no general labor shortages 
have developed. In some localities engineers, ma- 
chinists, loom fixers, tool and die makers, and other 
highly skilled workers are in short supply. Employers 
are still reluctant to relax hiring standards. If they 
wish to expand their labor forces, however, they will 
probably have to revive many of the techniques of 
World War II. Job simplification, employee-training 
programs, and an increase in the hiring of women are 
probable courses of action. Some employers will have 
to intensify their recruitment activities. In addition, 
employers may recall older employees and employ more 
handicapped persons. 


Hourly and Weekly Earnings Higher 

Improvement in business activity and anticipation of 
higher consumer prices resulted in increased pressure 
for wage adjustments by midsummer. In recent months 
a mounting number of workers have received wage in- 
creases in all segments of industry. In September alone 
over a million and a half workers in the United States 
were the beneficiaries of higher rates. In many cases, 
employers granted increases voluntarily. Some of the 
wage grants provided for additional increases at stated 
times in the future. Many agreements also provided for 
further wage adjustments based upon changes in the 


Consumers’ Price Index of the United States Bureau of 


Labor Statistics. While direct wage increases have re- 
ceived the greatest emphasis in recent negotiations, 
labor groups have not dropped their demands for sup- 
plementary benefits such as pensions, increased insur- 
ance benefits, and extended paid vacations. 

Most of the New England workers affected by the 
recent wave of wage adjustments are engaged in manu- 
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AVERAGE WEEKLY EARNINGS OF FACTORY WORKERS 
UNITED STATES, AND NEW ENGLAND BY STATE * 
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facturing. Almost all workers in the textile industry 
have received raises which range from five to 15 cents 
an hour. Employees of cotton and rayon mills were 
given voluntary increases of ten per cent, while workers 
in woolen and worsted mills have received increases of 
about 12 cents an hour. 

In the apparel industry, hourly increases have varied 
from five to 12 cents, with the greatest concentration 
near the higher figure. Leather and leather-products 
firms have granted increases which average from three 
cents an hour for tannery workers to almost ten per 
cent of existing rates for some shoe workers. Producers 
of paper and paper products have granted hourly in- 
creases which range from three to ten cents. In the 
electrical-products field, many of the large firms have 
settled recent negotiations for ten cents an hour. Higher 
wage rates are widespread among metalworking plants, 
and several firms have already made a second round of 
adjustments. The increases have ranged from four to 
14 cents an hour, with emphasis on the top half of the 
range. Among employees of nonmanufacturing con- 
cerns, construction workers have benefited most from 
recent wage increases. 

Higher weekly earnings of manufacturing workers in 
the United States already reflect the wage increases as 
well as the longer work-week of production employees. 
The upward trend in weekly earnings of manufacturing 
workers commenced in December 1949 and reached an 
all-time high of $60.53 in September 1950. Average 
weekly earnings of production workers are more than 
double the 1939 average of $23.86 and are considerably 
above the wartime peak of $46.08 in 1944. 

In New England, the states with the greatest concen- 
tration of manufacturing showed the steadiest increases 
in average weekly earnings throughout the first half 
of 1950. The early gains probably resulted more from 
longer hours and greater relative expansion in the high- 
wage durable-goods industries than from higher wage 
rates. Since June, the combination of factors has re- 
sulted in further fattening of weekly pay envelopes 
throughout the region. 
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Vacation Business: 


Old Firms Stable 
New Firms Grow 


New ENGLAND vacation lodging places received about 
the same amount of money in the period May through 
September 1950 as in the same five months of 1949, 
according to the Vacation Business Index. Guest oc- 
cupancy dipped about one per cent below its level a 
year ago. 

The hotel and resort-type establishments took in 
about one per cent less money this summer than last 
summer from about three per cent fewer guests. The 
lodging places which cater primarily to the vacationing 
tourist entertained about one per cent more guests in 
the May-September period this year than last year, and 
their receipts increased two per cent. 

The Vacation Business Index measures the business of 
lodging places which have two or more years of expe- 
rience. The Index is, therefore, a good working tool for 
the established business operator. It does not, however, 
take into account year-to-year changes in industry 
capacity and so does not measure accurately the gross 
expenditures of vacationists. 

With an estimated allowance for the increase in 
capacity, vacation business continued to expand during 
the 1950 season despite the road blocks thrown up by 
the weather and the fighting in Korea. Receipts from 
vacationists (with the growth factor allowance) in the 
period May through September 1950 were about three 
per cent ahead of 1949 receipts for the same period. 
Guest occupancy at vacation lodging places probably 
increased by about five per cent. 

Hotel space remained relatively constant. New con- 
struction, reopenings, and additions to existing struc- 
tures were apparently offset by fire losses and closings. 
The Index data already released, therefore, reflect total 
vacation hotel business. 

Poor weather in May and September reduced hotel 
business. June weather was fair, and 1950 business was 
better than that recorded in the near-perfect weather of 
June 1949. June performance indicated a potentially 
excellent future for vacation business, but cool weather, 
the Korean conflict, and the subsequent “‘buying spree”’ 
held July and August business to levels slightly below 
those of a year ago. The monthly percentage changes 
in hotel occupancy from the same months a year 
ago were in May, —22 per cent; June, +5 per cent; 
July, —1 per cent; August, —3 per cent; and in Septem- 
ber, —8 per cent. 

Tourist lodging space expanded between 1949 and 
1950. Most of the growth came in the popular cabin, 
motor court, and housekeeping-cottage types of lodging 
places. After allowances for new space, the adjusted 
Index data indicate that New England tourist lodging 
places probably received about 11 per cent more money 
from ten per cent more guests from May through Sep- 
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tember in 1950 than during the same period in 1949, 

Guest occupancy at tourist lodging places in New 
England in 1950 compared with 1949 decreased by 
seven per cent in May, increased by four per cent in 
June and two per cent in July, and then decreased by 
one per cent in both August and September, according 
to the Vacation Business Index. With an adjustment to 
allow for growth, these percentage changes shifted up- 
ward and all became increases: | per cent in May, I1 
per cent in June, 12 per cent in July, and 9 per cent in 
both August and September. 

In many resort areas the non-vacation expenditures 
of one-day trippers may be of even more importance to 
the area than the expenditures of vacationists. The 
apparent decline of business in 1950 in areas close to 
metropolitan centers seems to substantiate the belief 
that cool weather, heavier personal debt from deferred- 
payment purchases of television, home appliances, auto- 
mobiles, and new homes, and to some extent higher food 
costs, have all contributed to cut down the number of 
one-day trips. 

The number of vacationists continued to increase, 
but the increase from the number a year ago was not in 
direct proportion to the increase in space. This new, 
modern space actually absorbed more than the increase 
in business since 1949, causing a decrease in the busi- 
ness of many older establishments. In general, the 
“name” houses, large modern cabin developments, and 
motor courts reported business in the summer season 
about equal to that of a year ago. Less well-known re- 
sorts and guest houses failed to do as much business in 
1950 as they did in 1949, 





N. E. WHITE PINE 
IN THE DEFENSE PROGRAM 


During World War II the demand for New England 
white pine exerted heavy pressure on the timber re- 
source. If a fresh outbreak of full-scale hostilities should 
occur, a similar result could be expected. The effects of 
current defense activities, including the restrictions on 
building, are not yet fully apparent, but the local white 
pine market has so far remained relatively stable in 
contrast to the recent general weakness of the national 
lumber market. Present market quotations on native 
white pine, particularly some of the lower grade items, 
are as much as $13 per thousand above July 1950 prices. 

Estimates based on current information indicate 1950 
consumption and value of New England white pine 
approximately as follows: 

Value in 


Million Millions 

Use* Bd. Ft. of Dollars 
Construction 325 28 
Shook and boxes 200 29 
Misc. Industrial** 13 ZO 
Total 700 $2 


* Includes lumber shipped to points outside New England. 
** Includes box and shook manufacture in captive plants. 


If packaging requirements follow the pattern of the 
last war, consumption of boxes and shook will increase. 
Shook makes up about 75 per cent of box shop produc- 
tion. Current prices of ordinary commercial shook run 
between $120 and $125 per thousand feet delivered." 
Prices on some types of assembled boxes reflect material 
values as high as $160 per thousand feet. 


The price of finished shook. About 1,300 feet of box lumber is required 
to produce 1,000 feet of shook. 
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(This ts the second in a series of articles describing indi- 
vidual community industrial-development programs in 
Vew England. The first article, on Laconia, New Hamp- 
shire, appeared in the Monthly Review for October 1950.) 


IN THE AUTUMN of 1937 a cotton textile firm which had 
operated mills in Ware, Massachusetts, for nearly 100 
years announced that it had sold all of its property, 
machinery, and inventory. It had employed about 75 
per cent of the community’s factory workers. 

The announcement was a shock to the town of 7,500. 


Within a few days, however, the selectmen appointed a 


citizens’ committee to try to persuade the purchaser of 
the property to sell the 14 factory buildings and the 
power and steam plant to a local corporation. The new 
owners of the property were anxious to get rid of the 
real estate because they were primarily interested in the 


| firm’s trade mark. They agreed to sell the property for 


$50,000 and to accept part of this in stock of Ware 
Industries, Inc., a corporation which was being formed 


‘to acquire and manage the property. 


The next problem was to raise the money. There were 
no wealthy persons in Ware who could put in large sums. 
Moreover, the citizens’ committee thought it would be 
best to get as many stockholders as possible so that a 
large number of persons would feel that they had a 
direct financial interest in the venture. Consequently, 
the leaders in the movement appealed to the general 
public to subscribe what they could. They called a mass 
meeting and presented a plan for the formation of a 
corporation called Ware Industries, Inc., to take over 
the vacant property. Its stock was to sell for five dollars 
a share. It was necessary to raise a minimum of $32,500. 
The leaders explained that the corporation was not a 
money-making enterprise, and that because of the risk 
involved stockholders might never get their money 
back and would probably never receive any dividends. 
They were asked to buy the stock simply as a means of 
saving the town. 

To help finance the venture, the Ware Trust Com- 
pany agreed to lend money to any responsible person in 
town to buy stock in Ware Industries, Inc. Borrowers 
were to make payments monthly so that all stock loans 
would be repaid within a year. The bank lent between 
$7,000 and $8,000 for that purpose. Less than $300 was 
not paid back within a year. The bank’s program aided 
greatly in making the stock sale a success. 

The founders of Ware Industries had planned to 
canvass the town thoroughly to ask for stock subscrip- 
tions. That proved unnecessary, because individuals 
responded spontaneously and oversubscribed the mini- 
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mum amount needed. Less than two weeks after the 
public meeting Ware Industries had 962 stockholders 
and $51,000. The venture was truly a community en- 
deavor. Most stockholders did not own more than five 
shares of stock. 

Ware Industries bought the property for $25,000 in 
cash and $24,000 worth of its stock. The corporation 
had $26,000 left for working capital. 

The only inducements Ware Industries had to offer 
prospective tenants were excellent floor space and an 
abundance of power, light, heat, and process steam, all 
at very reasonable rates. It had no money to invest in 
new companies, did not pay moving expenses or other 
charges, and did not offer free rentals. 

Two factors greatly helped Ware Industries in its 
task of getting concerns into the buildings. One was 
the splendid newspaper publicity it received. In addi- 
tion, its 962 stockholders all directly or indirectly be- 
came salesmen by letting their freinds in various parts 
of the country know what they were doing in Ware. 
Manufacturers responded and soon began to move into 
the vacant buildings. 

Ware Industries now rents floor space to 13 concerns. 
Three are branch plants, nine are newly formed firms 
which started operations in Ware, and one tenant 
moved to Ware from another location. Those concerns 
now employ 1,800 people, which is considerably more 
than the old textile mill employed. 

Ware Industries derives more revenue from the sale 
of steam, heat, and power than it does from rentals. A 
diversified source of revenue has enabled the organiza- 
tion to rent space at very low rates. At first it rented 
space for as low as 7.5 cents per square foot a year. Cur- 
rently it is renewing leases at 25 cents per square foot 
annually for heated space, or 15 cents for unheated 
space. The costs for heat, power, and steam are also 
lower than the tenants could secure by other means. 

Ware Industries has enjoyed financial success over \ 
the years. It has spent about $800,000 for renovating) 
the buildings and for repairing damage done by fire,| 
flood, and hurricane. It has repaid all of the money} 
borrowed for these purposes. It still owns all the build- 
ings and does not intend to sell them. Although orig- 
inally Ware Industries did not think it would be able 
to pay taxes on the property for a number of years, it 
started paying taxes in 1938 and has had the assessors 
increase valuations from time to time. It now pays 
about $30,000 annually in real estate taxes. 

When the steam plant became inadequate for the 
needs of its tenants in 1946, Ware Industries started 
construction of a new one. The plant was completed in 
1950 at a cost of about $1,000,000. While Ware Indus- 
tries financed the new steam plant principally by mort- 
gages, it also sold more capital stock in 1948 and 1949. 
Its paid-in capital is now $255,000. One of the tenants, 
who found it cheaper to invest in the stock of Ware 
Industries than to build its own new steam plant, 
bought most of the new stock. The corporation is cur- 
rently paying off its mortgage obligation at the rate of 
$100,000 a year. 

When Ware Industries is able to accumulate sufficient 
capital it plans to build new plants. There are other 
companies which want to locate in Ware but are not 
now able to do so because all industrial space is in use. 
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New England 
Swings to Joint 


Military-Civilian 


Economy 


THe New ENGLAND ECONOMY is in transition. During 
the past summer, production rose spectacularly in re- 
sponse to the anticipatory buying of both businesses and 
individuals. A slight reaction to over-buying, seasonal 
curtailments, and credit restrictions combined during 
the fall to slow down the over-all rate of economic 
expansion. Although the direct influence of the nation’s 
military program is growing, actual procurement has 
not yet taken up all of the available reserve in the 
civilian economy’. 

Nonagricultural employment in New England rose 
steadily from 3,065,100 in February to 3,295,900 in 
September. In September there was 16 per cent less new 
unemployment than in prosperous September 1948, as 
measured by initial claims for unemployment benefits. 
The number of workers who filed initial claims edged 
upward during October and the first week of November 
this year, however, as layoffs began to appear in the 
food-processing, apparel, construction, and shoe and 
leather industries. 

A slackening in the rate of business expansion ap- 
peared in other quarters. The volume of new orders 
placed with manufacturers in Massachusetts jumped to 
a very high level in August, receded in September, and 
then turned upward again in October, according to the 
Index of Orders of the Associated Industries of Massa- 
chusetts. The effective sample of this index is about 
11 per cent of Massachusetts manufacturing in terms of 
production workers, and covers a wide variety of in- 
dustries in the state. 

A similar lull showed up in the October report of the 


1An article on page 3 of this Review examines some of the effects of defense 
spending on New England, and an article on page 4 covers recent labor-market 
and wage developments. 
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New England Purchasing Agents Association, based 
on reports from about 100 companies throughout 
the region. The percentage of members who reported 
“better” production and new orders than in the pre- 
ceding month declined from August to October, while 
the percentages of those reporting “‘same”’ and “lower” 
increased. The combined categories of “same” or 
“better” continued to predominate strongly, however, 
which suggests that over-all business has continued to 
grow even though the rate of growth has eased off. 

New England’s housing boom appears to be on the 
wane, at least partly because of the Government’s 
strenuous effort in October to reduce the volume of real 
estate credit. Regulation X of the Federal Reserve Sys- 
tem and companion regulations by the Federal Housing 
Administration and the Veterans’ Administration re- 
quire lenders to stiffen their terms. The value of residen- 
tial construction contracts awarded in this region during 
October was $26,660,000, 22 per cent less than in 
October 1949, according to the F. W. Dodge Corpora- 
tion. That was the first month in 1950 which showed a 
year-to-year decline. Probably the decline in October 
resulted more from anticipatory building last summer 
and from the psychological effect of the imposition of 
Government credit regulations than from the terms 
prescribed. Nonresidential contracts rolled along in 
October at a level 19 per cent higher than in the same 
month last year. 

Consumers in Massachusetts continue to pay more 
and more each month for the things they buy. In 
October, the combined cost of goods and services in 
large Massachusetts cities was 64 per cent higher than 
in the 1935-39 period, according to the Massachusetts 
Department of Labor and Industries. Consumer prices 
had risen about four per cent since the current uptrend 
began last April. In the six-month period, food prices 
jumped seven per cent, while clothing prices advanced 
two per cent, rents rose one per cent, and fuel and light 
prices climbed almost four per cent. 

Wholesale prices, which presage the consumer’s 
future, receded with good news from Korea in late 
September and early October. New unfavorable develop- 
ments overseas sent prices upward again. Average pri- 
mary market prices for the week ended November 7 
reached a post-Korea peak which was only 0.2 per cent 
below the all-time high in August 1948. 

The immediate worry of most New England manu- 
facturers is not prices but shortages of materials. They 
are primarily short of steel, nonferrous metals, rayon 
and nylon yarn, some chemicals, and wood pulp. Actual 
layoffs because of shortages are spotty, however, and 
production has not been seriously hampered. Manufac- 
turers are becoming more interested in obtaining de- 
fense orders which carry priorities for raw materials and 
form a dependable base for maintaining a work force. 
Many firms which cannot shift to military production 
are investigating the use of substitutes, since they will 
be hard hit by the Government-ordered reduction in 
civilian consumption of scarce metals. All industries are 
somewhat concerned about the ultimate effect of high 
material costs and possible shortages, and woolen mills 
are in a particularly vulnerable position. They are feel- 
ing the squeeze between higher manufacturing costs and 
the prices which cutters will pay. 
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